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Re: In !be Maner of Billed party Preference for 0+ lnterLATA Calls
CC Docket No. 92-77

Dear Mr. Caton:

Oucoffice represents the New Jersey Payphone Association, Inc. ("NJPA'I). Enclosed are
the NJPA's Comments with reference to the captioned matter.

Thank you for your consideration in this regard.

Very truly yours.

DCL:jel
f..'C: Barbara Silkworth. Executive Director

Ronald J. Polli~ President
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00 May 19, 1994, the Commission adopted a Further Notice of Proposed RulemaJdng
("Further Nolicelt

), in which the Commission sought comments of interested parties with regard
10 me possible implementation by the Commission of a Billed Party Preference ("BPP") plan for
0+ interLATA calls. New Jersey Payphone Association, Inc. ("NJPA"), is concerned about the
adverse consequences which it believes will result from adoption by the Commission of a BPP
plan. NJPA therefore &treIluously urges that the Commission not adopt such a plan. In support
of its position, NIPA relies on the within comments.

INTRODUCTION

1. NJPA is a not-for-profit corporadon organized under the laws of the State of New
Jecsey. NJPA, whose principal office is located at 108 Main Street. Oceanport, New Jersey
07757, is a trade organization whose members are primarily small- to mid-sized pay telephone
opcn.tors. NJPA has participated in several proceedings before the New Jersey Boud of Public
Utilities affecting the pay telephone indu.~try generally and the public interest related thereto, as
well as Commission proceedings affecting its members. As will be further explained
hereinbelow, NJPA's members will be directly and adversely affected by the outcome of the
instant proceedings in the event that the Commission detennines to adopt a BPP plan. As such,
NJPA's members wish to comment, through NJPA, on the relevant issues involved.

2. There are 42 general members of NIPA. who operate, collectively, almost 15.000
of the 20,000 pay telephones in the State of New Jersey. A substantial number of those pay
telephones are located in urban areas. often comprised of the pa01'er, less economically
advantaged areas of our cities.

DISCUSSION

3. NJPA believes lhat a significant portion of those using its MEMBERS' pay
telephones are individuals who otherwise have no readily available residential telephone service.
In other words, without the use or the pay telephones operated by NJPA's members. such
individuals would not have any convenient means of utilizing the public switched telephone
network.

4. More than 150,000 calls per day arc made through phones operated by NJPA
members. If the Commission were to adopt a BPP plan, NJPA believes such a decision would
have adverse economic cunsequences to NJPA's members. Indeed, NJPA bclicves that a good
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portion of its pay telephones would be eliminated, as they could no longer be economically
operated. Consequently, a decision by the Commission to implement a BPP plan. which would
presumably be made on the basis of a benefit to the public, would actually operate to the
detriment of the public - and specifically to that portion of the public which can least afford
to be without pay telephone setVice.

5. Not only would the effect of a decision in fa'\lor of a BPP plan have a negative
impact on the public by way of the simple elimination of pbOllC&, thus depriving our poorer
residents of their ability to utilize the telephone system. it may also CalTy with ilthe potential for
dangerous consequences. NJPA estimates that more lhan 30,000 emergency calls are made each
month through the payphones maintained by NJPA's members. Most of the phone locations
served by NIPA members had not been previously served by the LEes serving the State. Thus,
the elimination of NJPA phones would mean that some portion (perhaps a significant portion)
of the calling public would not now be able to make such emergency calls or, at the very least,
find it much more difficult to do so. NJPA would urge the Commission not lo harm the calling
public in this way.

6. As indicated above, a decision which is adverse to the privale pay telephone
industry would work to the detriment of its customers. In addition, such a decision would
adversely affect employees of these small- and mid~sized companies.

7. N]PA members employ more than 300 people in New 1ersey. In addition, there
are numerous other direct and indirect businesses which support the private payphone industry.
A decision by the Commission to adopt a BPP plan would have di.sa.~us consequences for those
individuals and businesses. NJPA believes that the implementation of a BPP plan would likely
drive most of its members out of business, resulting in default on millions of dollars of
personally guaranteed business loans, as well as the loss of jobs and income to its member's
employees, funher ~xacerbating the already unIa~orable economic situation in New Je~ We
urge the Commission to avoid such harsh consequences.

8. NJPA also wishes to comtneni with Wiard to two other points raised by the
Commission in its Further Notic~ in this malter. First, the Commission discusses estimated cost
savings which it sees a.~ resulting from the implementation of a BPP plan. To be sure, NJPA is
not in a position to comment with specificity about cost saving estimates which might result. or,
indeed. the costs which would be bome by the carriers (and, ultimately, the public) for the
equipment and systems necessary to develop a working BPP plan. Nevertheless, NJPA
respectfully suggests that the Commission ha.~ erred in its estimate of savings which might accrue
to the callinS public were a BPP plan implemented.

9. SpedflCally, and again without questioning the COllunission's calculations and
adjustments (but. rather, assuming them to be correct), we believe that the Commission erred in
combininl the two types of estimated savings predicted as a result of BPP implementation. The
Coaunission first indicates that a savings of approximately $280 million per year would be
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achieved by avoiding the highest priced operator service providers (·OSPs"). FltU'tMr Notice,
cUI. The Commission then goes OD to indicate that an additional approximately $340 million
would be sawd as a result of the elimination of commissions to premise ownerS, which would
no longer have to be borne by the asps. FurtMr Notice~ '12. Thus, the Commission estimates
that total annual savings would appruximate $620 million.

10.· We believe that. again accepting at face value the estimates for each type of
savings, they can. Dot simply be added together to prodUL'e estimated total savings.

11. The Commission calculated the estimated $280 million savings. achieved by
avoiding the highest priced aspS, by comparing the average charge per minute Cor an operator
service call through the three major asps Lli compared to the average charge per minute imposed
by third-tier asps. However, that difference results in parl from the commissions which are paid
by those OSPs to premise owners. Thus, eliminating the price differential implicitly already
takes into account the elimination of the higher commissions paid by the third-tier asps. In
essence. then. it would be incorrect to add another $340 estimated savings on the assumption that
those savinp would be in addition to the savings resulting from lower per minur.c charges. In
other wo~ to combine the estimated savings of $280 million per year from lower rates with
approximately $340 million per year from the elimination of commissions. is double counting.'

12. NIPA also wishe.~ to comment on one other area dealt with by the Commission.
that pertaining to the ability of the calling public (0 reach their carrier of choice without the need
to dial an alternate access code. such as lOXXX.

13. We understand the Commission's detennination that the elimination of IOXXX
access codes is, in and of itself, a benefit. However. we would respectfully suggest that sueh

lWbUe DDt directly ()8 poiDt or ill iaauc in Ibis proceecJi0l, NJPA believes ir: is extremely impc.1lt.anllO discuAs,
alleasl blicfty. tbe season that Ibird-tiet OOPs ch~ rates higher Ibm the three principal OSPs. To &OI8C ex=t,
u I'CCOIDizcd by me ConuniMion. me COIIits of lbird-dcr asPs are JUaber tban lboIe of those mthe Iar.- OOPs.
In Iddidm, the C)'lINDissioos requited by paypbone providers from dliId-tier OOPs Me biBbcr .....Mt would
odJerwiac be DCCCIIiII)' 8ilnply bcame the COSlS of Ibose JlIIYPbuae providers are stgniftamdy JIiPer Ibau lbo8e
~ by tbcit primary COI11pCdtol'S - the LEes. Importantly, it is the LECs whid1 n respocWbIc for sudt
~ trclIbnaIt. for Ibe LEes are the only source of supply fc. abe eS8C'Uial services IJtiIzed by private
pa~povidas. Private paypbone providers are acaptive audience aad DlUst obIain basic tdephoae ava from
the LECa. However, rather than dJc LOCs dJaraing lheir competitors the same CX*S for tIIoso services as are
cxpcrieoced by &be LECs. UIe LP..C3 -JWSS up" Ihe charges for those $8O\C services, 0_ by bundnxb or Ibousaods
of limes. 11lus, d1e openating~ for private pay selepbone providers are oI'teft huodmdA or Ibou.WIds of times
bigbcr thE Iboae of tbe LEes. lOlely because the LEes have chosen to charge Us cmnpetilOQ so 10uch more. As
a result, in mder to survive, private paypltone opemt.ors most obtain higher commissions ftom the OS~. 1'bis lOtally
mequilable sitDdioe could be mnecrlCd if Ibc charges imposed by the LECs upon their oompedkn fur essential
servk:es wetC (0IlIr0Hed.

In odIr.lI' words, if Ik LEes were no longer albwed to markup I.bek costs to tbeir private paypbonc
compedtors, tboIe payphooe competitors would not need lO receive higher mmmjsskJos. from Ibe OSPs. which, in
tam, aJUId tbcreforc lower their fMe$ to the calling pubHc.
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benefit is not as important today as it might have been several years ago. Further, we believe
that it, importance bas been decreasing and will continue to decrease over time. In support of
its position, NJPA would point to a recent survey conducted by its members. In short, the survey
reveals that approximately 65 percent of the calls go through alternate access channels, i.~., 950,
lOXXX or 1-800, rather than going through the pre-subscribed OSp.2 The percentage of the
public which now utilizes Dial Around calling is growing at a rapid rate, in part, no doubt, due
to the heavy saturation of advertising and marketing programs by the major 0SPs urging the use
of IOXXX calling. The fact that Dial Around is working is further demonstrated by the
experience of one of NJPA's members that primarily worb in the presubscription of LEe
phones.' In 1989. those phones avenged 28 calls per month per phone. In 1993, the average
dropped to 11 calls. During the first balf of 1994, that average had fallen by 22 percent to just
8.6 calls per month per phone.

14. Thus, while the elimination of lOXXX access codes might appear to be beneficial
at first blush. we believe that will not be the case. The Commission would prevent aggregators
from delivering 0+ calls to a pre-selectcd carrier. We believe that such a policy runs counter 10

the Commission's already established policies in favor of increased compedtion in the customcr
premises equipment, long distance and local exchange markets. A billed party prcfercoce plan
will constrict competition -- not expand it. Given the other substantial disadvantages of a BPP
plan, we believe that, on bal~ any benefit is far outweighed by the detriment which would
be brought about.

SUMMARY

1.5. NJPA urges that the Commission reject the use of a Billed Party Pretereuce plan.
Any beneficial impact upon the public will be completely outweighed by the adverse
consequences which would result from the implementation of a BPP plan.

16. The calling public will be harmed by the elimination ot payphones, some of which
are in the poorer, urban areas of our cities, thus depriving the public of the use of such phones.

2 1_ COIIdusiOn lA borDe DDt by the recent study commissiooed by die CompetitiveTe~
AsllOciatioo. "Report em Applicability and Coscs of Billed Party~ • A Madtet Impact Report.If Fro$t 4;

SuDlvao, IDe., Oc:rober' 1993 at p. 4. ("Dial-around bas dramaticaDy iacreased in~ ye.-s, acaJIIDtiDa for over
50 perocnt .. aD uamc III smDe locatkJl13.")

~ provided' by NlPA memba" Digilal Technologies, Inc.
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Moreover. u such phones are often used for emergency calls, the harm to the public could be
substantial.

17. Tbe impJementation of a BPP plan would also have a deleterious effect upon the
economy. It would likely result in lhe dissolution of many private payphone companies and the
elimination of the jobs of their thotLW1ds of employees throughout the country.

18. For the foregoing reasons, NJPA urges the Commission not to adopt a BPP plan
at this time.

Respectfully submitted,

NEW JERSEY PAYPHONE ASSOCIATION, INC.

By:
Ronald J. Pollio
Pre.cddent

Dated: August 1. 1994
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